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The Loan Council resembles a super-government, not
responsible immediately to any individual parliament. Its
establishment might in the first instance appear to restrict
the autonomy of the Commonwealth no less than that of the
states, since its control over borrowing also extends to the
Commonwealth. But in the long run it actually strength-
ened the national Government, which in the Council has a
significant voting power (with the support of two states it
commands a majority) and is empowered to enforce the
Financial Agreement. Moreover the Loan Council relies on
the Commonwealth for currency control and central bank
management.
With good reason the representatives of the states were
alarmed by the Financial Agreement, especially when in 1932
the Government at Canberra proceeded to enforce its terms
rigorously against New South Wales, then under the erratic
premiership of J. T. Lang. In seeking to impose on the
overseas creditor the burden of reduced state revenues, Lang
had violated the Agreement by refusing to pay interest to
the Commonwealth for transmission to London. The Com-
monwealth passed legislation in order to reimburse itself from
certain revenues of New South Wales for the unpaid interest
of which it was the guardian, and the governor of the state
dismissed Lang for violating the law. The Commonwealth
Act clearly revealed the sharp teeth in the Financial Agree-
ment. Sir Herbert Nicholls expressed the alarm of some
leaders in the states in remarking that "unless this act is
repealed or allowed to expire, the federation of Australia will
exist or cease at the choice of the Commonwealth parliament
and the ministry of the day."16 The Financial Agreement did
not entirely terminate the contentious fiscal issues between
Commonwealth and states, since the vexed question of double
taxation still remained, and the controls of the Loan Council
were not applicable to state-instrumentalities or local authori-
ties. Prior to the Second World War, it was uneasily recog-
nized that the loans of semi-government authorities amounted
to little less than the borrowings of the statesl By some it
was deemed desirable that the Council should review the
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